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mean that real estate is going to show a marked increase in price tomorrow or 

next month. If we believed that it would, we should have advised its purchase 

some time ago for real bargains in real estate cannot be accumulated quickly. This 

is not true of most other types of investments. It is possible to call a stock bro- 

ker any day and ask him to purchase a thousand shares of A.T.& T. at the market but 

it is neither possible nor wise to call a real estate broker and order the purchase 

of fifty thousand cubic feet of buildings. Every share of A. T. & T. is the same but 

every building is different from every other building and must be judged as an in- 
vestment on its individual merits. 


W: are now definitely in the buying period for real estate. By this we do not 





During the next six months or a year’ there will be splendid opportunities 





to buy choice pieces of real estate at very low prices. High vacancies, falling 
rentals,independent and unreasonable tenants, and high taxes have disgusted the pub- 
lic with real estate as an investment. This disgust will continue for some time 


longer. Stocks and other investments are increasing in value and general business is 
picking up, but due to the large vacancy situation réntals are still falling, and 
(Continued on page 153) 


THE MONTH'S CHANGES ATA GLANCE 
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(Continued from Page 151) 
net revenues from real estate are still decreasing. 


The public would not buy A. T. & T. stock at 70 last summer but there is a 
ready market today at 120, and as it goes higher the number of buyers will increase 


The fact remains, however, that those who made the greatest and safest profit were 
those who bought at 70. The same thing is true of real estate. The public cannot 


be persuaded to buy a piece of real estate at $6500 that they would have bought 
quite readily at $10,000 some time ago. When the price goes up again and the present 
owners have sold at a profit, the public will again buy at the peak. These are the 
people who lose money on real estate. A first class residence can be built today for 
slightly more than 20 cents a cubic foot and there are fewer permits taken out than 
there have been for more than sixty years. In 1926 it cost almost 40 cents a cubic 
foot to build the same kind of a house and more permits were taken out in a single 
month than have been issued in the last two years,and twenty times as many as have 


o Lica 


been issued in the past five months. Those who built at 40 cents are the ones who 
are disgusted with real estate. Those who built at 20 cents will be the ones who 


will find real estate a profitable investment. 


WHAT TYPES OF REAL ESTATE OFFER THE BEST OPPORTUNITIES FOR INVESTMENT? 


iM 


It is our opinion that well selected apartments offer attractive invest- 
ments for the long swing. Our belief is based on the following facts which we be- 
lieve to be important: 


1. Liquidation in apartments has gone farther than it has in any other type of 


city property. High vacancy has forced rental reductions, much more drastic than 
rentals of other types of residential quarters. The chart on the opposite page shows 


the relationship of apartment rentals to single family residential rentals and to 
the cost of living over a long period of years. If allowances are made for the fact 
that apartment rentals now include electrical refrigeration, not available before 
the war, it is quite apparent that the net rental is below prewar. This is true 
of other residential rentals. Rentals of single family residences and flats are 
still about sixty-five percent above prewar. 


not 


2. Apartments are occupied principally by small families. This has been shown 
by all surveys made in Saint Louis and other cities. It is further confirmed by the 
letailed district reports of the 1950 federal census, showing that apartments have a 


rger percentage of two-person families than any other type of dwelling. We expect 
a tremendous increase in two-person families in the near future. As pointed out fre- 
quently in the Real Estate Analyst one of the main contributing causes of the pres- 
2 high vacancy in Saint Louis is the extremely low marriage rate which has contin- 
ued during the depression. With more than 20,000 marriages short in Saint Louis in 
comparison with the number we would ordinarily have, it is certain that when condi- 
tions improve there will be a period in which marriages will greatly exceed the nor- 
mal number. A large percentaye of these new “two-person" families will naturally 


n+ 


gravitate to apartments where they can start housekeeping with a minimum of expendi- 
ture for furniture and equipment. 


The events which preceded the last real estate boom seem to substantiate 
this reasoning. In 1918, we ended a period of about five years in which marriages, 
in relation to population, had been below normal because of the uncertainty of the 
war. During this period the accumulated shortage in Saint Louis, in relation to the 
number which would ordinarily be expected, was slightly more than four thousand. In 
the next three years, new marriages exceeded the number expected by approximately 
the accumulated shortage of the five years before. As this “marriage boom" started, 
apartment rents started up slightly ahead of other rentals and a study we have just 
made of different sized apartments shows that the smaller apartments went up first, 


reaching their height very early in the boom with the larger apartments reaching a 
peak several years later. The chart on the opposite page clearly shows the earlier 


effect on apartment rentals in comparison with single family residence rentals. 

35. When unemployment decreases and doubled up families unscramble, we believe 
that a larger percentage of these doubled up families will go into apartments’ than 
into other types of dwellings. Doubling up of families is deceptive in its rela- 
tive importance in apartments and free standing dwellings. According to all surveys 
ich have been made in Saint Louis and other cities, almost all of the doubled up 
lilies are living in single family dwellings. Apartments show relatively few. Be- 
cause of unemployment or economic stress, ina great many cases the younger couples 
have been forced to give up housekeeping and “have gone to live with the folks" un- 
til the depression was overe The "folks", being of an older generation which ante- 
dated the apartment, in a majority of cases live either in a single family residence 
or in a flat. Those who do live in apartments find the limitations of space,such 
(Continued on page 158) 
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CAN INFLATION BE CONTROLLED? 


LL students of business believe that business will improve as prices go up. This 
Az always been true. The chart above shows wholesale prices in the United 
States from 1810 to the present. The black areas along the base line indicate 
depression years- Practically all depression periods have been periods of falling 
prices. Every boom period was a period of rising prices. Prices have now started to 
rise. If this rise continues we will pull out of the depression. No one doubts this 


fact but many people are alarmed because the price increase we are experiencing at 
the present time is due to the suspension of the gold standard and the probability 
of inflation. They are afraid that inflation cannot be controlled. Senators have 
exchanged worthless currencies of Germany and Russia on the floor of the Senate to 
dramatize their statements that inflation leads to ruin. 


When Germany finally stopped her presses, one trillion paper marks were 
redeemed with one gold mark. All indebtedness was wiped out by this depreciation of 
the currency, as it became possible to pay off pre-inflation debts of tremendous 


size with the value of a postage stamp and still expect some change in return. This 
depreciation, as well as the depreciation in Russia, was due to the complete col- 
lapse of government, which preceded the currency decline. 


We have not closed our eyes to the records of these two countries. Nei- 
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ther have we closed our eyes to the fact that at the present time there are almost 
forty important nations issuing irredeemable currency with remarkable success. (There 
are only four nations of any importance still on the gold standard: France, Holland, 
Switzerland and Belgium;and two of these have revalued their money in terms of gold.) 
There are no current examples of mismanagement in any major country, with the pos- 
sible exception of Japan, where the exigencies of financing their war with China 
have forced an inflation of some size. It seems to us the only criticism of the fi- 
nancial policies of the principal nations of the world would be that they have been 
so conservative in the control of their currencies during this depression that they 
have not reaped the benefit they should from being off gold. 


But we do not have to go to Europe for examples of the use of managed cur- 

rencies. In the United States in 1862, zgold payments were suspended and for seven- 

; teen years, until January 1, 1879, the only money obtainable in the United States 

J ( t was paper, irredeemable in metal. The first part of this period was a period of 
civil war, when currency control would be especially difficult. The fact remains, 

however, that our greenback currency was controlled so well that the inflation which 

resulted was no greater than that through which we passed following the World War 

when gold was the basis of our currency. The only measure of inflation is the rise 

in the price level. In the chart shown above we have compared the inflation of pri- 














ces in the greenback period of the sixties and seventies with the infla- 
tion of prices in the gold standard period of the nineteen twenties. It 
will be noticed that irredeemable printing-press money was controlled in 
quantity so well that prices rose only 85% while our gold standard money 
in the present inflation behaved so poorly that prices rose 128%. The re- 
turn to prewar values of our greenback currency was far more regular and 
less disturbing to business than the return to prewar prices of our gold 

standard currency. There were no sharp drops in the sixties or seventies 
similar to the 1920 and 1929-19335 drops. 


The price level cannot be controlled in a country on the _ gold 
standard. We believe that the very thorough work of Professors Warren 
and Pearson of Cornell has proven that beyond the question of a doubt. As 
long as each dollar of currency or credit can be exchanged for a given 
weight of gold, the international value of that weight of gold determines 
prices. That is the reason why all efforts to raise prices in the United 
States by inflating currency and credit have failed. As long as each pa- 
per dollar was exchangable for 23.22 grains of fine gold, it made no dif- 
ference how many of them were issued, unless the number issued threatened 
the possibility of redemption. Just as soon, however, as redemption in 
gold is refused, the price level can be controlled at any level desired. 





Only since the United States suspended gold payments have the 
efforts of the government to raise prices been successful. President 
Roosevelt has in his hands the power to establish any price level he sees 
fit. He has indicated in his last radio address that he will return pri- 
ces to a level on which the present load of indebtedness can be dis- 
charged in dollars of the same value as those borrowed. This was a level 
50% higher than the lows of a few months ago. 


We do not believe that he will send prices that high but we are 
positive that a sizable price advance can be forecast. 


We have no fear that inflation cannot be controlled. We believe 
that it offers the only key to recovery within a reasonable period. 





HE depression has destroyed the initiative of many 

salesmen who, defeated at every turn by the economic 

distress during the past few years, fail to realize 
the opportunities now opening before them. 


In turning through a magazine some time ago, 
our attention was arrested by an advertisement. A pa- 
triarchal figure, evidently Mos es ,was peering across the 
valleys into the “land of Canaan". The caption above 
the advertisement read, "Only a man of vision can see a 
promised land". 


We could not help thinking how true that state- 
ment is. To those without vision, the promised land, as 
they saw it from that hilltop, was a wilderness inhabi- 
ted by hostile tribes. But to Moses it was a land of op- 
portunity, "flowing with milk and honey". 


Today,life to some, when viewed across the val- 
leys through the haze of mental indolence, may seem dull 
and uninteresting,but to the man of vision it is a great 
adventure, full of opportunity. 


The opportunities of the next few years cannot 
be possessed by those who are unwilling to conquer the 
hostile tribes and cultivate the land. 
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New YORK STATE COLLEGE OF AGRICULTURE 
AGRICULTURAL EXPERIMENT STATION 


€ CORNELL UNIVERSITY 


ITHACA, NEW YORK 


DEPARTMENT OF AGRICULTURAL ECONOMICS AND FARM MANAGEMENT 


3 July 1933 


Mr. Roy Wenzlick 
Real Estate Analysts 
1010 Chestnut Street 
St. Louis, Missouri 
Dear Mr. Wenzlick: 
I wish to thank you for 
the exhaustive search which you have made into 


the possibilities of research in prices at St. 


a e Loui Ss . 


Very truly yowrs , 





FAP-JN 


P.S.: I am starting to build a house. 
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chart above shows the drop in the gold value of the dollar since 
| the United States officially suspended the gold standard on April 19. 
The scale to the left shows the value in cents on a gold basis. This 
scale also shows the percentage of the former par value. The scale to 
the right shows the number of grains of fine gold a dollar will buy. Par 
here is 23.22 grains of fine gold, which is equivalent to a price of 
$20.67 an ounce. The gold value of the dollar is computed daily by Real 
Estate Analysts, Inc., as we believe it has a most important effect on 
prices of all things, real estate included. 


By referring to the chart it will be noticed that the dollar 
fell almost eight cents the first day and then fell precipitately again 
toward the end of April. The early part of May it showed some upward 
tendency but shortly after the middle of the month it started downward, 
closing the month at just a little below the level at the beginning of 
the month. On June 8,the dollar was worth 81.4 cents on a gold basis and 
would buy 18.9 grains of fine gold. 


If prices are to go up, the dollar must go down in value. The 
drop so far is very encouraging. We attribute most of the price increas- 
es which have taken place in wholesale commodities to this drop in the 
value of the dollar, which has been fairly rapid. In a month and a half, 
the dollar has dropped as far as it did in eight months after the suspen 
sion of the gold standard in 1862,at the beginning of the Civil War. 
Stabilizing at the present level would insure a price level considerably 
above the one we have had during the past year. Allowing the dollar to 
drop to 16 grains of fine gold would restore a price level equal to the 
"pre-crash" period. The inflation rider to the Farm Bill gives the Pres- 
ident the right to revalue the dollar to sixteen grains. We believe that 
some sort of revaluation will be necessary before gold payments can be 
resumed. We are inclined to believe that this revaluation may take the 
form of a remonitization of silver, or it may be a straight revaluation 
in gold. We are not so much concerned with the method as we are with the 
result. The dollar is worth too much and. must come down, 
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(Continued from Page 153) 
that if it becomes necessary to take in the married children, they must move to lar- 


ger quarters, probably not of the apartment type. We believe that this is one of 


the reasons why the vacancies in apartments are so large and in other types of dwel- 
lings so small. 


4. The supply of apartments is fairly well limited with slight possibility of 
an increase in the supply for some time to come because of the impossibility of fi- 
nancing. The only new building we anticipate in the next two years will be private- 
ly built homes. Speculative building on any large scale will be impossible until 
the boom is far enough advanced for real estate to be paying an adequate return on 
the money invested. We believe that the excess of apartment space will be absorbed 
before any new apartments will be built. 


We also believe that this is the time for the individual to build a home. 
Building costs have been dropping since 1925 and are now starting upward. Building 
materials in March reached the lowest level in sixteen years. Since that time they 
have made slight but consistent advances as shown on the chart below. In this chart 


we have shown the weekly average 
104 BUILDING MATERIAL PRICES of a large number of items of 
building material, calling the 
prices for the first week in March 
100 percent. On June 1, many items 
103 advanced and many others will pro- 
bably show gains this summer and 
early fall. If the Economic Con- 


102 ference is successful this month 
in determining an international 
price policy, we anticipate a 


fairly rapid advance in all pri- 
































101 : ces. 
Building materials will 
100+ advance faster than labor costs. 
In fact, willingness of hungry la- 
A582 bor to work at any price has prac- 
wim 7’ tically offset the increase in ma- 
MARCH APRIL MAY terial costs during the past few 
months. There has been such a 


small amount of building that it has been impossible to check our cubage figure by 
actual contracts as thoroughly as we would like to. We have seen three bids on a 
bungalow very similar to the one described in our March, 19335 issue, all at a lower 
cost per cubic foot than the one we show. The lowest bid was about fifteen percent 
under our figure. We believe that these extremely low bids are made possible by the 
fact that there is practically no building, making it possible for contractors’ to 
take advantage of both distress material and distress labor. These costs will not 
continue. They are extremely interesting to the person contemplating building but 
from the standpoint of the appraiser they are of only theoretical interest as they 
do not represent the typical replacement cost at which any volume of building could 


be done. 

r; If your clients ever expect to build a home, advise them for their own 
good to let the contract as soon as possible. Increases have already come through 
on brick, lumber, millwork and various other items. They can build now for about 
sixty percent of what it would have cost them during the last boom. If they wait 
until next year it will cost them considerably more. 

A 


The REAL ESTATE ANALYST is published monthly by REAL ESTATE ANAL- 
YSTS, INC., Saint Louis, a statistical, survey and appraisal or- 
ganization. The subscription price is $180 a year, payable semi- 
annually in advance. REAL ESTATE ANALYSTS, INC., is not engaged 
in financing, management or brokerage of real estate. 
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CUBIC COST JUNE 1933 


N the table below, replacement costs per cubic foot are given with variations 
for five types of construction studied in the Real Estate Analyst. Building ma- 
terials are advancing but so far these price advances have been offset by dis- 
tress material available and by the willingness of hungry labor to work at any price. 


MODERN BRICK BUNGALOW 


Bungalow, as shown and described in pages 122 and 

123, exclusive of financing and sales commission... 21.00¢ 
With mot Gir beet ebGreshs.< sé o0c005000nccsseeece % 897 
Without vitrolite in kitchen subtract..........+. 0.36¢ 
With financing charges and sales commission add... 2. 00g 


SINGLE FAMILY TWO-STORY RESIDENCE 


= ~~ Single family residence, described on pages 62 and 
a = 63, exclusive of financing and sales commission.... 20.80¢ 
=— With copper guttering, spouting & flashing, add.. 0.25¢ 
With variegated slate roofing, add....seccesseeee 1.008 
With hot water heat, addrccccccccccccccccccscccee oOOS 
Without tile walls in bath, subtract......... coco ote 
Without shower & with cheap plumbing, subtract... .32¢ 
With ordinary millwork, subtract....ccccscccesese 0457 
With financing and sales commission, add....eeeee 22407 





SPECULATIVE FOUR-FAMILY FLAT 


Speculative four-family flat, as shown and described 








———— on pages 72 and 73, excluding cost of financing and 
—= SRLOS SOMME SSIOiic kc ccnke sens scenece reer errr 
— With copper guttering, spouting & epee add... .09¢ 
a " With steam heat, add..w..cccccsccccccccves coesceee 250% 
FEE sen FE FEE » With tile walls in baths, adds..ssscccecseeeccee . .57¢ 
asad With showered 10: BACHE, SOBs. cccescecdcecncsecs coe olde 
Ere ., EEE |f rr With first class plumbing fixtures, add......... - 58¢ 
— With first grease roofing, GObscccccccccceccess cco hae 
iii 3 BL With financing and sales commission, add........ - 1.72¢ 


EIGHTEEN-FAMILY MASONRY APARTMENT 


Eighteen-family masonry apartment, as des- 

cribed on pages 82 and 83, excluding cost 

of financing and sales commission.........27.20¢ 
With electrical refrigeration, add..... 1.1ll1¢ 
With gas Stoves, Add...ccccceccccreecee cn 4f 
With beds, A0d..ccccccccccccccccccsesse clap 
With iron rear porches *« steps, add.... 1.20¢ 
With financing & sales commission, add. 2.486¢ 








THIRTY-FAMILY REINFORCED CONCRETE APARTMENT 


Thirty-family reinforced concrete apartment, 
as shown and described on pages 92 and 935, ex- 
cluding cost of financing and sales commis - 





ii c04 obs Kacanensesssenedes reer 
= With electrical refrigeration, add. cooe LeGue 
oo With gas stoves, O0d.ccccccsccccscccecs -16¢ 
(E p FEE a Te With iron rear porches & steps, add.... 1.18¢ | 
es Sagan ih mils im 3 With financing & sales commission, add. 2. 972 | 


a 2 
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FORECLOSURES PER MONTH 


NUMBER 


NUMBER OF FAMILY ACCOMMODATIONS PROVIDED EACH MONTH BY ALL NEW BUILDING PERMITS 


FORECLOSURES — 


145 
130 
119 


THIS MONTH 
LAST " 
YEAR AGO 


APARTMENT RENTALS: 
Drop during the month............ 
Drop since the first of the year. 6.2% 


2.1% 


Drop in the last 12 months.......15.6% 
Drop from the peak in 1922, 2 0e42.9% 
SINGLE FAMILY RESIDENCE RENTALS: 

Drop during the month........+.0. 1.4% 


Drop since the first of the year. 2.2% 
Drop in the last 12 months.......11.1% 
Drop from the peak in 1924.......32.0% 


NEW BUILDIN 





THIS MONTH 19 
LAST "- 18 
YEAR AGO ry) 





URING the month of May, 375 mar- 
iage licenses were issued in St. 
Louis. Divorces totaled 176 and 
marriages dissolved by death 343,leav- 
ing a net loss for the month of mar- 
ried couples of 144. This loss is con- 
siderably smaller than the losses of 
recent months comparing, for instance, 
with 248 in April. As soon as re-em- 
ployment becomes general these losses 
will shrink and finally turn to net 
gains. 


AVERAGE RENT IN DOLLARS PER ROOM PER MONTH 


May to an all time high, surpass- 
ing the pr@vious high of last Aug- 
ust by six for each hundred thousand 
families in the city and county. In 
1878, at the end of the great deprese 
Sion of the seventies, foreclosures 
reached 101 per month for each 100,000 
families, They reached this point 
again in November, 1951 and passed it 
the following month. Since the spring 
of last year they have never been be- 
low 125. Foreclosures will drop when 
inflation gets far enough under way to 
raise real estate values. 


Foss tees increased again during 
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J. RENTALS 
\ 
THIS MONTH $ 9.65 
LAST " 9.88 
YEAR AGO 11.43 
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SINGLE FAMILY DWELLINGS 


) THIS MONTH $6.25 
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ted by all of the buildings cov- 


Ne families can be accommoda- 





NUMBER OF MARRIAGE LICENSES ISSUED PER MONTH FOR EACH 10000 MALES 
” 


ered by new building permits is-= 
sued during May. In our forecast is- 
sue of January we said, “During 1933, 
new residential construction will al- 
most pass out of the picture". 
this year, only 79 families can be ac- 
commodated by all new construction. 
This is rather interesting in compari- 
son with one month in 1926 when over 
1600 were provided for ina _ single 
month. 
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